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plained that they show that the necessaries of life which could have been bought at wholesale for $7245 on July i, 1897, would have cost $233.22 if bought on October i, 1918. From July i, 1917, the index number figures are given month by month, as the advance immediately after the United States entered the war was almost unbelievably rapid, and the freight and passenger rate for both the first and last half of 1918 are closely estimated because the official averages have not yet been made up. A careful study of these exhibits will show that, even including the advances established last summer, freight and passenger rates are but twelve and twenty per cent higher, respectively, than they were in 1896, while the cost of living has risen over two hundred per cent.
It is not surprising that under such conditions the railway employees were impelled to use every means at their command to secure an increase in their pay, and that the railway managers resisted their demands because the Interstate Commerce Commission would not permit an advance in rates.
Discontent, strikes, reluctant concessions to the wage-earners, impaired efficiency, and the near bankruptcy of the railways were the consequences, complete insolvency being averted only by the action of the Government.in taking over the transportation industry on January I, 1918.
When this was done, it immediately became clear that a substantial advance in the wages of railway employees was necessary in order to retain their services and enable them to live. It was granted, and freight and passenger rates were afterward advanced by twenty-five and fifty per cent, respectively, in the hope that the increased revenue secured would offset the increased cost of labor. The advance in wages allowed, plus the advance in the cost of supplies, has, however, proved to be greater than the increase in revenue resulting from the advance of rates, and a deficit of approximately $200,000,000 for the first year of Government operation is the result.
This deficit is plainly due to the previous maladjustment or lack of adjustment between costs and rates.
If in 1896 it had been practicable to establish, and there had been established, an Index Number Wage and an Index number freight and passenger rate in the railway business, how much trouble and distress would have been avoided!
Now that the railways are under a single management, is it